DEVELOPMENT OF UNEMPLOYMENT COMPENSATION EDWIN E. WrrrEt
EVEN more than most legally created institutions, unemployment compensation as it now exists in the United States is an historical product rather than a logical conception. The enactment of the original laws was the result of many compromises. Since then they have been changed frequently and in many respects without following any set patterns. There never has been agreement as to the purpose of unemployment compensation or its basic principles. Differences of opinion among the champions of the institution are so extreme as to disrupt lifelong friendships and to provoke more heat than light in discussions. Unemployment compensation differs so much from state to state that there is a large element of truth in the claim that there is no such thing as an American unemployment compensation system. It is not now and never has been entirely satisfactory to any of the specialists in this field nor to any element in our complex society. Even during a period of rising employment, its limitations and inadequacies have become very apparent. Very certainly, it will not protect us from another depression nor afford an adequate safeguard against its worst consequences.
Yet unemployment compensation has not proved a failure. After twenty years of discussion before the first state enacted an unemployment compensation law and three more years before the second law was passed, the next two years witnessed enactment of such legislation in literally every state. Since then eight years have elapsed, during which unemployment compensation has been improved in many respects. Benefits have been very distinctly liberalized and, while still inadequate, are mucl better than the actuaries considered to be within the realm of possibility when the laws were enacted. Much larger reserves have been accumulated than were expected. Both these results are primarily attributable to very favorable employment conditions, but are likely to prove of greatest value now that the war has ended and we are confronted with reconversion unemployment. While there has been much distrust and a great deal of friction between the state and federal officials concerned with unemployment compensation, its administration has been quite satisfactory and not very costly. Unemployment compensation has truly become an accepted part of the American way of life, and all discussion of it nowadays concerns its improvement, not whether it should be retained. Yet it is, by no means, a finished institution, but one which is likely to continue to undergo many changes and which clearly still needs to be improved to realize its fullest possibilities. 
ENACTMENT OF THE UNEMPLOYMENT COMPENSATION LAWS
The American unemployment compensation laws stemmed from two major sources: the American workmen's compensation system and the British unemployment insurance system. The most novel feature of the American system of unemployment compensation (federal-state administration), however, was introduced through the Social Security Act of 1935. The provisions in that act relating to unemployment compensation were designed to induce the states to enact such legislation, after years of failure to get them to do so. This purpose was accomplished in a remarkably short time, but the provisions remained as a method of administration. This aspect of the legislation, lightly considered at the time, has powerfully affected all subsequent developments, as have: the controversies between the advocates of unemployment compensation which developed during the years when they were debating the institution in a vacuum, in the absence of actual experience.
Earliest Discussions of Unemployment Insurance. 1 There was some discussion of unemployment insurance in the United States even before Great Britain passed its pioneer national act in 1911, under the leadership of the American Association for Labor Legislation. At its First Annual Meeting in 1907, Professor Henry R. Seager of Columbia University discussed the "Ghent system" of unemployment insurance. At its Fifth Annual Meeting in 1911, Professor Charles R. Henderson of the University of Chicago discussed the recently enacted British law, and the Association organized a Committee on Unemployment to study the problem and to consider methods of prevention and alleviation. In 1913, the Association sponsored the first American Conference on Social Insurance, at which Professor Henderson, in a paper on "Insurance Against Unemployment," strongly urged that such insurance was a necessity for this country, no less than in the older countries of Europe.
Much more extensive interest in unemployment insurance developed during the depression of 1914 -1915 . In February 1914 , the American Association for Labor Legislation and the affiliated American Association on Unemployment conducted a National Conference on Unemployment and followed this up by a second conference in December. At this Second National Conference on Unemployment a tentative draft of "A Practical Program for the Prevention of Unemployment Development (1933) 23 AM. LAB. LEG. REv. 146 is an excellent brief account of the development of interest in unemployment insurance in this country and of the efforts to get unemployment insurance laws on the statute books down to date of its publication. Numerous other articles published in practically every issue of the American Labor Legislation Review serve as the best source for tracing the development of unemployment insurance in the United States prior to the passage of the Social Security Act.
Growth of the Job Insurance Program-An Evoltionary
in America" was presented and endorsed. 2 This called for a nationwide and coordinated system of public employment offices, planned public works programs and the expansion of public construction in periods of depression, the regularization of industry, and unemployment insurance. While the major function of unemployment insurance was conceived to be to stimulate the prevention of unemployment, it was also to serve "for the maintenance, through out-of-work benefits, of those reserves of labor which may still be necessary to meet the unprecedented fluctuations of industry." This program was supported by many of the emergency commissions created throughout the country during the depression of [1914] [1915] and also by many big-name reformers. As far as unemployment insurance is concerned, however, it led to but one legislative proposal, the Massachusetts bill of 1916, which was almost a copy of the original British law except that it applied to a wider range of industries.
3 By the time this bill was introduced, boom had succeeded depression, and it received scant consideration. In the succeeding years, even the American Association for Labor Legislation seems for a time to have lost interest in unemployment insurance. In 1916, however, the Dennison Manufacturing Company pioneered with the first company unemployment reserve system, to be followed in the twenties by quite a few more company plans and some joint company-union unemployment reserve systems. 4 These were indications that American opinion was gradually coming to recognize not only that unemployment is a problem of industry and not merely of unwillingness to work, but also that something can be done about it. But all progressive thought on the subject regarded the regularization of industry and the prevention of unemployment, rather than the alleviation of its consequences, as the objective.
The Huber Bil. in Wisconsin. Although Americans became increasingly conscious of the problems of unemployment during the short but very severe depression of [1920] [1921] , for the most part they turned to remedies other than unemployment insurance. The keynote was sounded in the opening statements of President Harding and Secretary of Commerce Hoover to the President's Conference on Unemployment of 1921, warning the members to avoid "the demoralizing experience of Europe" or seeking the remedy "in doles from the public treasury." 3 Unemployment insurance, however, was more widely discussed than ever before, and in Wisconsin a new proposal for unemployment insurance made its appearance. This was the Huber Bill of 1921, whose real author was the late Professor John R. Commons.' Ten years before, Professor Commons had been one of the first workmen's compensation administrators in this country and had been very much impressed by the stimulus which the workmen's compensation laws had afforded to the safety-first movement. He believed that if employers were required to pay a substantial part of the costs of unemployment they would find means of greatly reducing unemployment, just as industrial accidents had been reduced after passage of the workmen's compensation laws. To effectuate this purpose, the Huber bill deviated quite considerably from unemployment insurance as it had developed in England, and was distinctly a blend of workmen's compensation and unemployment insurance. This was reflected in the very name given the institution, "unemployment compensation." Unlike the British Act, it provided for contributions from the employers only and for variations in contribution rates. In the terminology of the later controversy over pooled funds versus employer reserves, it provided for a pooled fund but with the contribution rates varying in accordance with the risk of the industry to which a firm belonged and its own employment record.
This measure, at the time, had a broader appeal than the British act or the Massachusetts bill of 1916. It came within one vote of passage when first introduced. Thereafter it was reintroduced in every succeeding session of the Wisconsin Legislature in the 1920's, and, although it never again came as close to passage, it always commanded respectable support. It was copied during the same period in many other states, where it received endorsements from many sources. While the American Federation of Labor adhered to its official position (adopted in 1916) of opposition to unemployment insurance in any form, the Wisconsin and many other state federations of labor actively supported the Commons proposal, as did the progressive employers who were experimenting with unemployment reserves of their own and literally everybody who at that time was advocating unemployment insurance in this country. Until the great depression began in the fall of 1929, the support for unemployment insurance, however, was too small for passage of any legislation on the subject.
Throughout the twenties, the British unemployment insurance system was in low repute in the United States. In popular discussions it was usually referred to as a "dole," and the fact that England appeared 6. The author, as Chief of the Wisconsin Legislative Reference Service, was in close touch with all developments in relation to unemployment insurance in Wisconsin, from the time of the introduction of the Huber bill pntil the Wisconsin law came into operation. [Vol. 55: 21 to be less prosperous than the United States was ascribed to its mistaken policy of governmental coddling of the unemployed. Under the circumstances, it was but natural that the champions of unemployment insurance insisted that their proposal was an ".American plan," radically different from the defective British system. Nor did unemployment insurance as it existed in England become immediately popular after the great depression set in; for the early years of the depression witnessed the near collapse of the British system, and it was not until a considerable time after it had passed the crisis in 1931 that its basic strength was appreciated in this country.
Interest and Progress in the Early Depression Years. The idea that there should be unemployment reserves to tide the workers over periods of depression, akin to the corporate reserves from which corporations were able to keep up dividend payments although operating in the red gained, however, great popularity. Business leaders who looked with favor upon this idea wanted each corporation or trade association to set up and control its own unemployment reserves, with the government doing no more than to exempt from taxation funds set aside for this purpose. The people who had long urged unemployment insurance sought to capitalize upon the growing popularity of unemployment reserves in the ranks of business. The result was a further emphasis upon the features which distinguished the American proposals from their British prototype. In 1930 the American Association for Labor Legislation promulgated "An American Plan for Unemployment Reserves," 7 and a new unemployment compensation bill (named for its introducer, Professor Harold M. Groves, and drafted by students of Professor Commons, particularly Elizabeth Brandeis and her husband Paul Rauschenbush) made its appearance in Wisconsin. 8 These measures were very similar to the Huber bill but provided for segregating each employer's contributions in a separate account within the state's unemployment reserve fund, to which all payments of benefits to his employees were to be charged. Unlike a true employer reserve, moneys in this account did not belong to the employer, and the entire fund was pooled for purposes of investment and management; but it was stresed that this sort of a system made each employer responsible only for his own unemployment and afforded the possibility of keeping his costs at a minimum.
Even with the vigorous support of the state administration of Governor Philip F. LaFollette, however, it was not possible to get the necessary votes for passage of the Groves bill until its supporters accepted two amendments offered by its opponents. One of these provided that the state scheme should not take effect if a sufficient number of employers voluntarily set up unemployment reserves of their own during the period of a year and a half before the law's effective date. The other allowed employers with unemployment reserve systems providing as liberal benefits as the state system to retain their reserves and manage their own systems. It was in this form that Wisconsin in February 1932 enacted the first American unemployment insurance law,' to become effective, as far as the collection of contributions was concerned, on July 1, 1933 (unless a sufficient number of employers in the meantime established employment reserve funds of their own), with benefit payments to begin two years later.
When Wisconsin enacted its pioneer law, there was a rapidly growing interest in unemployment insurance throughout the country. The national administration manifested no interest in the subject, but it attracted ever-increasing attention in the states. It was discussed for the first time at the Conference of Governors in June 1930. On that occasion Governor Franklin D. Roosevelt of New York said, in his first statement on the subject, "Unemployment insurance we shall come to in this country just as certainly as we came to workmen's compensation." 10 The platform on which he was re-elected in November pledged a thorough study of the subject. In the ensuing legislative session a serious attempt was made to pass a bill embodying the American Plan for Unemployment Reserves of the American Association for Labor Legislation, which had the endorsement of Frances Perkins, then the State Commissioner of Labor. This was not successful, but a state commission was organized to study unemployment insurance." In sixteen other states, unemployment insurance bills made their appearance, and no less than 23 such bills were introduced in the legislative sessions of 1931.12 Nowhere did these bills get through even one house, but six states created legislative commissions to study unemployment insurance and a select committee for the same purpose was organized by the United States Senate. 13 14 Recommendations for the enactment of unemployment insurance laws were also made by the study commissions of six states. The most important development in this year, however, was that unemployment compensation became a practical political question. At its annual convention, the American Federation now came out for unemployment insurance, stressing in its resolution that the legislation should be designed to stimulate the prevention of unemployment.5 Still more important was the promise by the Democratic national platform of "unemployment insurance through state action" and the election, on that platform, of Franklin D. Roosevelt and a large party majority in both houses of Congress.
Failure of Efforts at State Legislation in z933.
In view of these developments, there appeared to be at the beginning of 1933 every prospect that many states would enact unemployment insurance laws in the legislative sessions then convening. A total of 6S bills were introduced in 25 states, and Senator Wagner introduced in Congress an unemployment reserves bill for the District of Columbia.", In seven states one house passed an unemployment insurance bill, but nowhere was such a bill enacted into law; and in Wisconsin repeal of the law enacted in the previous year -as avoided only by the acceptance of its supporters of postponement of the effective date for another yearY By the end of the year, hope for the establishment of unemployment insurance in this country through unaided state action seemed remote.
One factor accounting for this situation was division of opinion among the advocates of unemployment insurance; another, that with the continuance of wholesale unemployment, unemployment insurance and particularly unemployment reserves seemed less valuable than committee, reported that compulsory legislation w.as premature but recommended the voluntary establishment of unemployment reserves by employers. SEN. R p. No. 2072 , 70th Cong., 2d Sess. (1928 .
The select committee created in 1931 consisted of Senators Hebert, Glenn, and Wagner. This committee made a report generally favorable to unemployment insurance, but coneluded that the only thing the national government could do on the subject was to allow credit in the administration of the federal income for payments made into unemployment reserve funds. SEe. REP. No. 964, 72d Cong., 1st Sess. (1932 But a far more important obstacle to attaining unemployment insurance through state action was the argument that any state which enacted an unemployment compensation law thereby handicapped its employers in interstate markets by burdening them with costs their competitors in other states were not required to meet." It was this argument which everywhere defeated the unemployment insurance bills despite their endorsements, and which came very close to bringing about the repeal of the one law which had been put upon the statute books.
Wagner -Lewis Bill, 1934 . This situation naturally led the advocates of unemployment insurance to turn to the national government, par- [Vol. $5 :21 ticularly as it was then demonstrating in its New Deal program its sympathy for the forgotten man and its willingness to experiment.5 Scarcely anyone then believed that the national government under our Constitution could itself establish a system of unemployment insurance, so federal legislation was sought which would induce the states to enact unemployment compensation laws. The first such proposal was Senator Wagner's bill of March 1933 to allow employers to deduct from their federal income taxes a part of their contributions to state unemployment compensation reserve funds. 2 ' A year later, in February 1934, Senator Wagner and Representative Leuis presented a radically different proposal to accomplish the same purpose. This Wagner-Lewis bill 22 was drafted in the Department of Labor but is believed to have been suggested by the late Justice Louis D. Brandeis. It proposed the levy of a federal tax upon employers throughout the country against which they might offset their contributions paid to state unemployment compensation funds. This measure was approved by President Roosevelt and, in extended hearings by a subcommittee of the House Ways and Means Committee, was endorsed by Secretary of Labor Perkins, by leading representatives of both groups among the advocates of unemployment insurance, 2 3 by President Green of the American Federation of Labor, and by an impressive list of progressive employers. Yet it was never reported upon, and in May it was announced from the White House that the Administration would not press for a vote in that session but that the President would soon present a comprehensive program for social insurance, including unemployment insurance. This was followed by the President's social insurance message of June 3, 1934, in which he announced his intention to present a comprehensive social insurance bill to the incoming Congress the next January and his organization of a Committee on Economic Security to study the entire subject and to prepare the legislation which the Administration would recommend.
4
Preparation of tie Social Security Act. The Committee on Economic Security consisted of five members of the Cabinet, with Secretary Perkins as the chairman, the author of this article as its executive director, and Thomas E. Eliot as its counsel. The Committee employed a small staff of "experts" and was flanked by a large group of 20. For a more detailed account of the development of the titles in the Social Security advisory committees, the most important of which was the Technical Committee on Economic Security, whose chairman was Arthur J. Altmeyer, then Assistant Secretary of Labor, and whose members were all selected from the government service on the basis of their special knowledge of some aspect of social security.
Unemployment insurance was the form of social security of greatest interest to a majority of all people connected with the Committee on Economic Security. The subject provoked the most extended discussions and the widest differences of opinion. To add to the old controversies of the immediately preceding years, wide differences developed over the degree of control the national government should exercise over unemployment compensation. The Subcommittee on Unemployment Insurance 21 of the Technical Committee on Economic Security at one of its first meetings decided that it would recommend a federal system of unemployment insurance, rather than legislation like the WagnerLewis bill. It made a very genuine attempt to carry out this resolution, but its members could never agree upon the provisions of the federal system of unemployment insurance to be recommended, and it wound up by unanimously recommending a federal-state system of unemployment compensation to be inaugurated through legislation like the' Wagner-Lewis bill. That was also the unanimous recommendation of the Committee on Economic Security in its report presented informally to the President on Christmas Day 1934 and in final form before the middle of January 1935.6
By that time the Committee had ready for introduction in Congress a draft bill, which was discussed in advance with Congressional supporters of the Administration, particularly the leading members of the two committees to which this bill would be referred-the House Ways and Means Committee and the Senate Finance Committee. All these members of Congress were agreed that the federal-state approach was the only one that could be considered and that the Wagner-Lewis bill was the most promising approach, both from the point of view of gaining approval from the Supreme Court in the inevitable test of constitutionality which would follow enactment of the law and to win the necessary cooperation of the states. Some of the staff members of the Committee on Economic Security and some consultants of the Committee refused to accept this decision and throughout the months of the Congressional consideration of the Social Security Act criticized and opposed the Administration's program. In relation to unemployment compensation they advocated what they called a "subsidy system," which differed from the Wagner-Lewis proposal in providing for the collection of all unemployment insurance taxes by the national government, return to each state of the taxes collected from its citizens, and the imposition of many standards to be observed by the states to get this money.
27
Congressional Consideration. The President presented the report of the Committee on Economic Security to the Congress on January 17, 1935, with the recommendation that it enact the legislation recommended by the Committee. He urged that action be taken without delay, because most of the state legislatures, which would also have to act to put the program into effect, were then in session. The WagnerDoughton bill 2s was introduced immediately after the President's message, and hearings on the measure were begun ithin a few days in both houses. But it was not until August that the Social Security Act became law. The reasons for this long delay lie outside of the scope of this article, as they were not related to unemployment compensation. Suffice it to express my belief (based upon the closest daily contact with every development during these months) that but for the efforts of Secretary Perkins and her assistants, and, above all, the insistence of President Roosevelt and the loyal support he received from the leaders of the congressional committees having this legislation in charge, the Social Security Act would not have become law even though on the final vote the measure passed both houses by large majorities. It is also my conviction that, if this law had not been enacted at the time., no legislation on the subject could have been gotten through Congress in the next five or six years.
Unlike the people connected with the Committee on Economic Security, the great majority of the members of Congress were little interested in unemployment compensation and there was at the time no very great popular demand for any legislation on the subject. Unemployment compensation was, indeed, discussed by many of the witnesses before the congressional committees, most of them being critical of the Administration's proposals. Fully worked out substitutes providing, respectively, for a federal system of unemployment insurance and for the "subsidy" plan were presented to the committees, but received no support whatsoever. The members of Congress throughout 27. The "subsidy system" proposed differed from the normal federal grant-in-aid in that it did not contemplate grants from the federal treasury to the states, but onl. the return to each state of the taxes collected for unemployment compensation purpozse from its employers, subject to its compliance vdth standards prescribed in tile federal act. It, thus, would not have given the states any aid whatsoever, but would have made it virtually obligatory for them to observe the standards for unemployment compensation prezcribed by the national government.
28. S. 1130 and H. R. 4120, 74th Cong., 1st Sess. (1935) .
took it for granted that if anything was to be done about unemployment insurance, the Administration's proposals would have to be approved. While other parts of the bill were radically changed by the congressional committees, the provisions on unemployment compensation became law almost exactly as introduced." 0 Unemployment Compensation in the Social Security Act. The Social Security Act contemplated a "federal-state" system of unemployment compensation. The states were to enact and administer the actual unemployment compensation laws and were to collect the unemployment compensation-funds, which, however, were required to be deposited in the United States Treasury and invested in United States securities. The role assigned to the national government was principally that of inducing the states to pass unemployment compensation laws. To this end the Social Security Act imposed an excise tax of 3 percent upon the payrolls of all employers of eight or more (with stated exceptions) against which, however, they could offset their payments to state unemployment compensation funds up to 90 percent of the total tax. In addition, the Act authorized an appropriation for aid to the states for the administration of their laws. No conditions of any great moment had to be met to entitle a state law to recognition for tax-offset purposes, other than that all of the unemployment compensation funds had to be actually used for payments to unemployed workers; however, the condition was prescribed that the administration of the state law must be satisfactory to the Social Security Board to entitle a state to a share in the federal aid for administration. The Social Security Board was given authority to pass upon whether a state law qualified for the tax offset and to allot the moneys appropriated for the administration of the state laws, and it was charged with making continuous studies of all forms of social security, with a view to improving the protection afforded. No other specific duties in relation to unemployment compensation were imposed on the Board, although the inference may be drawn from the Act that it should give assistance to the state authorities in the passage of the necessary state legislation and on problems as to which they might seek aid. The truth is that the entire plan was developed as an expedient to get the states to enact unemployment compensation laws, with but little thought as to how the plan would work out once this primary purpose was realized. 3 0 29. 49 STAT. 620 (1935), 42 U. S. C. § 301 (1940) . At one stage, the House Ways and Means Committee adopted an amendment which would have eliminated the extra credit in the tax offset provisions when states have reduced the contribution rates after their reserve funds had attained a size sufficient to warrant such action. This, however, is best described as an accidental occurrence and did not reflect any dissatisfaction with the Adininistra. tion's proposals. The eliminated provisions were restored without objection.
30. In the order of passage of their unemployment compensation acts these states were Washington, Utah, New York, New Hampshire, California, Massachusetts, and Alabama. The Social Security Board refused to approve the original Utah law and it passed a second act (which was approved) in 1936.
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E-nactment of the State Unemployment Compensation Laws.
Passage of the Social Security Act did not result in the immediate enactment of laws in all the states. For more than a year progress was distressingly slow. By the time the Social Security Act had been passed the 1935 sessions of the state legislatures had adjourned, and the next regular session in most states did not convene until January 1937. Even more important was uncertainty as to whether the federal legislation would endure. Congress had adjourned shortly after passage of the Act without making any appropriation to carry out its provisions (there was no opposition to the appropriation but it failed of passage because of a filibuster staged by Senator Huey Long for reasons which had nothing to do with the Social Security Act). In consequence, the Social Security Board did not begin functioning until October 1935, and had to get along -with a small borrowed staff until Congress appropriated funds after reconvening in January 1936. And there was still grave doubt whether the legislation would be held constitutional. As the presidential election of that year approached, the future of the Social Security Act seemed ever to become more uncertain. It was not until after the reelection of President Roosevelt by an overwhelming majority that the tide -as really turned.
While the Social Security Act wras still before Congress, the Committee on Economic Security prepared several drafts of model state unemployment compensation bills. Six states actually passed state laws before the Social Security Act became law and another did so within a month thereafter, during which Congress also enacted an unemployment compensation law for the District of Columbia. Then followed a period of six months in which but one additional law -' was passed-and that a measure drafted before the Social Security Act became law. Only six additional states 32 enacted unemployment compensation laws before the election, plus which one more state enacted a new law because the Social Security Board would not approve its original act.
In the six weeks following the reelection of President Roosevelt nearly all the remaining states passed laws. The Social Security Act provided that the 3 percent tax on employers was to apply to the payrolls of the year 1936 and that only payments made to state unemployment compensation funds prior to January 1, 1937 would be credited as an offset against this tax. The governors of state after state now convened their legislatures in special sessions "to come under the wire," and these sessions enacted unemployment compensation laws without giving any real consideration to their provisions. To make sure of the approval of the Social Security Board they used the model "pooled 31. Oregon. 32. Indiana, Mississippi, Rhode Island, Louisiana, South Carolina, Idaho.
fund" state bill drafted by the Board, which its staff plainly preferred to the model state "employer reserves" (really "employer account") bill which the Board also distributed. By the close of the year 1936 all but two states 13 had passed unemployment compensation acts and these two states did so within the next six months.
In May 1937, the Supreme Court of the United States held constitutional both the unemployment compensation provisions of the Social Security Act and the state unemployment compensation laws 14 on such broad grounds that it appears that almost any ldnd of an unemployment insurance system would have been sustained, including one operated exclvsively by the federal government. Yet until shortly before these decisions were handed down, there was grave doubt whether unemployment compensation would be found constitutional. A committee of the American Bar Association, composed of eminent members of the Bar, reporting in 1936,11 declared the entire legislation to be unconstitutional; and several of the lower federal courts took the same view.
So it came to pass that in less than two years after the Act was enacted unemployment compensation was securely established everywhere in the United States, and contributions for unemployment compensation purposes were being collected in all states. In accordance with their terms, benefits under these laws were not payable until two years after collection began, but by January 1939 unemployment compensation benefits were being paid in all states. Each of the 51 "state" (48 states, two territories, and the District of Columbia) laws had some provisions different from every other law, but all had far more similarities than differences. Most of the differences, indeed, were attributable to changes in the successive drafts of the model bills which the Committee on Economic Security and the Social Security Board recommended during the period in which the state laws were being enacted, for not above a half dozen states passed their laws without definite assistance from these federal agencies and all of these early in the game. laws had been enacted, unemployment compensation became a matter of administration. On this vital subject the provisions of the Social Security Act were scanty. As has been noted, the Act created the Social Security Board, with responsibility for the performance of most of the functions assigned to the national government. As proposed by the Committee on Economic Security, the Board was to be within the Department of Labor. Congress changed this to make the Social Security Board an independent agency, but it left the United States Employment Service 'ithin the Department of Labor. One of the few provisions with which the states had to comply to secure approval for their laws under the tax offset provisions of the Social Security Act was that all payments of unemployment compensation must be made through the public employment offices, whose connection with the national government is through the United States Employment Service. The allotment of the federal aid for the administration of unemployment compensation, however, was made a function of the Social Security Board. From the outset the Social Security Board exerted pressure upon the states to place unemployment compensation and the public employment offices under a unified administration; but on the level of the national government the two functions have always been separated except for a short period before our entrance into the war. After Pearl Harbor the national government took over the administration of the public employment offices but made this a function of the War Manpower Commission, while the federal functions in relation to unemployment compensation remained with the Social Security Board.
In the early years of the Social Security Act this division of functions produced conflicts which perplexed the states and to some degree interfered with efficient administration. At all times, however, the principal agency of the national government concerned with unemployment compensation has been the Social Security Board. The Social Security Board throughout its history has been an efficient agency, operated on a strictly non-political basis. Dr. Arthur J. Altmeyer, its guiding genius, ranks among the top federal administrators and its other members and principal staff executives have been able, high-grade people. When unemployment compensation started there were no trained administrators, but the Social Security Board attracted a goodly percentage of all the people in this country who had any more than a most superficial knowledge of the subject. In contrast, in the states many of the top administrators were political appointees and the lower prestige and salaries resulted in less promising staffs.
In the American system, the actual administration of unemployment of unemployment compensation is based on the author's observations and note3, but has been checked with many people both in the state and federal administrations.
compensation is a state function. The Social Security Board has never paid unemployment compensation to any one nor has it any direct contacts with claimants. The states collect all the unemployment compensation funds, determine the eligibility of claimants and make all payments. But the Social Security Board has had a much larger role in the administration of unemployment compensation than is suggested by the brief provisions of the Social Security Act. This is a consequence, in part, of the ability and aggressiveness of the staff of the Board, but above all of the fact that the Social Security Board controls all of the funds for administration. The Act does not specifically provide for this control, but it has been thus interpreted from the start.
With the exception of the Wisconsin act, none of the original state laws made any provisions for financing the administration of unemployment compensation other than from the federal aid dispensed by the Social Security Board. 3 7 The result is a situation well expressed in the old adage, "He who pays the piper can call the tune." The Social Security Board has not hesitated to do so. It has insisted not only upon strict accounting for all funds it allots, but upon detailed budgets setting forth the purposes of all expenditures.
On its face, this is not a good arrangement. The states which spend the money bear no part of the costs, while the Social Security 3oard sits in judgment upon their acts while bearing no responsibility therefor. But, while this has led to much senseless bickering, bitter recriminations, and unfortunate hostilities, the results have not been wholly bad. The state administration of unemployment compensation is better for the interference of the Social Security Board, and it is my belief that the provisions of the unemployment compensation laws are more liberal today than they would have been by this time under either exclusively federal or state administration.
Although the Social Security Board exerted a very great influence on the provisions of the original state unemployment compensation laws, it was less helpful to the states with their initial problems of administration. At this stage many of the states asked the Social Security Board for assistance, but the Board let the opportunity pass. Instead of sending its staff people into the states to work the administrators on their problems, it took the attitude of merely reviewing critically 37. No state other than Wisconsin made any provisions for funds for administration apart from the federal grants-in-aid until Missouri did so in 1941. Now 17 states, including Wisconsin and Missouri have such provisions, 13 of these amending their laws to this effect in 1945. These states all utilize interest earnings and penalties on overdue payments as the sources of special administrative funds they have created. No state other than Wisconsin has thus far used any of its own moneys for administration and Wisconsin did so only prior to the time when its law was approved as complying with the Social Security Act. The 17 states which now have special administrative funds, however, are far less dependent upon the funds controlled by the Social Security Board than nearly all states have been, until very recently, in the administration of their unemployment compensation laws.
(Val. 55-:21 the activities of the state administrators. The Social Security Board gave a very great impetus to good state administration, however, by its insistence upon keeping out politics and basing the selection and tenure of all employees in the state administrations on a merit basis. Congress had expressly amended the Social Security bill in the course of its passage to deprive the Social Security Board of any control over the personnel, tenure, or salaries of the people in the state administrations, but the Board courageously interpreted this provision as having reference only to individuals and not to its insistence upon selection on a merit basis. The great majority of the states, unlike the national government, had no civil service systems. The Board met this situation by requiring the states (as a condition of receiving federal aid for administration) to establish special merit systems for employees concerned with social security services. In doing so, it not only was largely responsible for the fact that the unemployment compensation administrations got staffs which while inexperienced were able to learn from experience, but also gave impetus to the passage of general civil service laws in a number of states.
Most of the states began the payment of benefits in 193S, a year of a sharp depression and rapidly increasing unemployment. Preparations were inadequate, and the state administrations were soon swamped by the large number of claims which were filed. In some states, including several of the most important industrial ones, there was a near breal:-do n in administration, with claims piling up which were not acted upon for months. Within half a year or so, however, this situation was straightened out, and in a majority of states no such condition ever developed. Since this early period there have been few complaints about delays or mixed-up records. Costs of administration have been much lower than expected. By this time the administration of unemployment compensation has been standardized and we now have a large corps of experienced administrators. And we have developed a strong tradition of non-political administration, although in many states the top administrators still go in and out with the governors.
Liberalization of Benefits. Great progress has been made in the liberalization of benefits. Literally every state has increased the benefits payable under its unemployment compensation law.
At the time the states enacted their original laws, the Committee on Economic Security and the Social Security Board cautioned them to guard against letting their benefits get too high. 38. This was issued as a guide to the states in framing their unemployment companzation laws. The quotations are from page 6. "It is suggested that the states should be conservative in fixing the benefit rates at the outset, and establish rates which it is believed can be paid in full except in a serious depression without exhausting the fund. If these rates prove to be lower than necessary they can be increased after the state has had experience."
In the same publication, it advised the states that estimates made by its actuaries indicated "that if an unemployment compensation system for the entire country had been set up in 1922 with 3 per cent payroll contribution, 50 per cent benefit payments for total unemployment, a waiting period of four weeks within any year, and a maximum of twelve weeks of standard benefits within any year, it would have remained solvent and paid benefits in full until the end of 1933. . . . If a waiting period of three weeks instead of four had been provided, the maximum number of weekly benefits payable to an eligible employee within a year would have had to be reduced to eleven weeks."
The states were told that all matters affecting the liberality of benefits were within their control, but the plain implication of the Board's advice was that the benefits should not exceed those which the actuaries estimated to be possible on the basis of employment data for the years 1922 to .1933.11 Actually, the benefit provisions of most of the original unemployment compensation laws were somewhat more liberal than the recommendations of the actuaries of the Social Security Board. 4 Only two states prescribed as long a waiting period as four weeks, but nearly all states which fixed a two or three weeks' waiting period also provided that an employee who became unemployed a second time within a benefit year would be subject to a further waiting period. Instead of the maximum duration of eleven or twelve weeks recommended by the 39. The extreme conservative character of these estimates resulted in large part from the fact that the actuaries loaded their cost figures by 33Y3 percent, with the explanation that such a margin of safety is necessary because in all forms of insurance there is a tendency for the contingency insured against to increase. The soundness of this loading was questioned by the author at the time, but such was the dread of doing anything which the actuaries regarded as "actuarially unsound" that no one dared to advocate benefits as liberal as their cost figures (without the artificial loading) indicated to be possible. [Vol.55: 21 actuaries, most of the original unemployment compensation acts provided for a maximum of sixteen weeks, but on what is known as a "variable durations" basis under which employees who have not worked fairly steadily prior to unemployment exhaust their benefit rights in a shorter period. Only six states had longer maximum durations than sixteen weeks, all of these on a variable durations basis, and none of them had a maximum above twenty weeks. With few exceptions, the original laws provided for compensation on a 50 percent of earnings basis. All the laws, however, also fixed maximum weekly payments; the most common weekly maximum was $15, but many states used a lower maximum and only two states a higher one. In a majority of the laws no minimum weekly benefit rates were specified and many states provided no compensation at all for partial unemployment.
No sooner had benefit payments begun than it became apparent that these provisions were very inadequate. Even during the sharp depression of 1938 most of the states then paying benefits collected more money currently from contributions than they paid out. Despite rapidly improving employment in the years which followed, high percentages of the workers entitled to unemployment compensation benefits exhausted their benefit rights before they found other work. While it is clear from such limited data as is available that but few of the recipients of unemployment compensation required supplementary relief or had to go on the relief rolls as soon as their compensation payments ended, the compensation checks they received were so much less than their prior earnings that they seemed totally inadequate.
The Social Security Board took the lead in pointing out the inadequacies of the benefits, almost from the time that benefits first became payable. In the actual liberalization which occurred, however, there was not much leadership. While the Social Security Board constantly dwelt upon the inadequacy of the state laws, it leaned backward to avoid giving the appearance of dictating to the states. Not until January 1, 1943 did it address definite recommendations to the state administrators for improvement of state laws. Not until shortly before the legislative sessions of 1945 did it appeal to the governors (for the first time since enactment of the original laws) to impress upon them the need for prompt legislative action to correct existing inadequacies. The Interstate Conference of Employment Security Administrators, 4 ' 41. This organization, originally kmown as the Interstate Conference of Unemployment Compensation Administrators, w.as organized by the Social Security Board and all expenses involved in its annual (and sometimes more frequent) meetings and committee meetings, together with those of the state administrators in attending these meetings have been paid from the administrative funds xithin control of the Board. Almost from the beginning, however, it has been a thorn in the flesh for the Board, serving as an agency to organize opposition to proposals for increased federal control. the organization of the state administrators, has at all times appeared to be more interested in fighting federalization than in improving state legislation. It has made recommendations for changes in the existing laws only on a few matters of relatively minor importance. No comprehensive program for improvement of the state unemployment compensation laws emanating from state sources was presented until immediately prior to the legislative sessions of 1945, when the Council of State Governments came forward with proposals. 42 Nor has organized labor ever developed such a program. While the state federations of labor and the state industrial councils have kept an eye on unemployment compensation legislation in the states, the great labor federations have taken the attitude that the only remedy lies in federal legislation and have all but neglected the states.
Yet very considerable progress has been made in the liberalization of the unemployment compensations laws and all of it through state action. Some states have liberalized their unemployment compensation laws in every year since these laws were first enacted. Such liberalization was most extensive in the regular sessions of 1943 and 1945. This year no less than twenty states increased both their weekly benefit maximum and their maximum benefit duration and twelve more states one or the other. 4 3 Even before the 1945 legislative sessions, no state had a waiting period longer than two weeks and nearly two-thirds of all the states had waiting periods of but one week. At the present writing, no state has a weekly benefit maximum of less than $15, while 27 states (with 774 percent of all workers covered) have maximums of $20 or more. The maximum benefit duration is now twenty weeks or more in 32 states (79 percent of all workers covered). Partial unemployment is now compensated in all states. Considerable liberalization has also resulted, in many states, from changes in the benefit rates and benefit formulas.
Other Changes. Only brief note can be taken of other changes which have been made in the less than nine years since the enactment of the majority of the state laws.
Changes in coverage have been relatively slight. The so-called "unemployment insurance tax" in the Social Security Act applies only to employers of eight or more. Twenty-two states, however, from the outset provided for broader coverage, and ten omitted all numerical limitations. The number of states including employers of less than eight employees has now risen to 29 and that of states without any numerical limitations to sixteen. The increase in the total number of employees covered has been much greater, thanks to the greatly in- [Vol. 55 : 21 creased industrial employment of wartime, rising from around 21 million workers at the end of 1937 to 36 million in 1945. Provisions governing eligibility for benefits have undergone far more changes. These have mainly had the effect of restricting eligibility and of denying benefits to some unemployed workers who would have qualified under the original laws. Many states which had originally had no such provisions in 1939 and 1941 included disqualifications for voluntary leaving of work, discharge for misconduct or refusal of suitable work, either denying all unemployment compensation in such contingencies or prescribing a much longer -waiting period for workers unemployed for these reasons. At this writing, 27 states have all or some of these disqualifications, and a study by the Social Securit, Board of the effect of these provisions shows that, in five states, they operated to disqualify from 2.8 to 10.2 percent of all claimants in 1943. 4 4 No similar study has been made of the effects of changes in the state laws which have increased the requirements for eligibility to benefits in terms of the minimum earnings prior to unemployment. These have everywhere accompanied the adoption of uniform maximum durations of benefits. Initially, uniform maximum durations of benefits were provided in only one state law, while at the end of 1944 there were fifteen laws with such provisions. Their effect has been to increase the duration of benefits of employees who normally are regularly employed, but also to exclude from any benefits workers who have had little or only very irregular employment in covered employments.
At least one development (besides the slight extensions of coverage which have been noted) has operated to give benefit rights to workers not protected under the original unemployment compensation laws. This relates to what has often been discussed as one of the outstanding weaknesses of state administration-the failure to afford protection to workers whose work takes them into more than one state or who move from state to state. Initially, the state laws operated in 51 tightly compartmented jurisdictions, with the result that migrant workers were left, for all practical purposes, outside of the protection of unemkloyment compensation. The problem has not been completely solved, but real progress has been made, and this has been the outstanding accomplishment of the Interstate Conference of Employment Security Agencies. 4 Changes relating to the financing of unemployment compensation have been as extensive as those affecting benefits. From the outset, the American laws differed from the British act in placing the burden of financing almost exclusively upon the employers. This characteristic has become even more pronounced, despite the fact that organized labor, reversing its original position, now favors tri-party financing. Ten states at one time provided for employee contributions and one law for a government contribution. The last mentioned provision was operative for only one year and today only four states have employee contributions, and the total collections from employees in 1944 totaled but 85 million dollars, contrasted with 1,100 million dollars collected from employers.
Of greater consequence has been experience rating, which likewise is a distinctive feature of the American laws. Whether employer contribution rates should be uniform or varied in accordance with the employer's experience was central in the controversy over pooled funds versus employer reserves which preceded the enactment of the unemployment compensation laws. 46 It remained the major controversial 46. There never were employer reserves in the accounting meaning of that term under any unemployment compensation law except for a small number of such reserves in Wis. consin which existed for one year prior to the enactment of the Social Security Act. As has been previously noted, the Huber bill in Wisconsin in the 1920's contemplated a pooled fund with the employer contribution rates varying with their individual risks and unemployment records. The Groves bill as introduced also proposed a single pooled state fund, in so far as the collection and investment of the fund and the payment of benefits are concerned, but provided for a separate employer account for each employer, which was credited with all contributions paid by the employer and charged with all benefit payments made from the state fund to his employees-the principal purpose of such individual employer accounts being to determine the employer's future contribution rate. These provisions were retained in the Wisconsin act of 1937, but, as has been recited, that act allowed employers to establish unemployment reserves of their own, instead of making contributions to the state fund. Only a handful of employers ever took advantage of this provision of the Wisconsin law. In an amendment to the Wisconsin law enacted in 1935 it was made clear that the moneys credited to an employer's reserve account do not belong to him. Another Wisconsin amendment adopted in 1937 created an equalizing account from which payments of benefits were to be made to the employees of any employer whose employer account was exhausted-a contingency which had not occurred up to that date. In actual operation the Wisconsin state fund and the Wisconsin administration at all times have been practically the same as those of states having pooled fund laws with experience rating provisions, although until 1945 it was entitled an "employer reserve fund" law. This applies also to all other employer [Vol. 55 :21 issue until, in the last few years, the federalization of unemployment compensation became a practical political possibility. It has, moreover, pretty much determined the alignments on the federalization issue and, despite the fact that experience rating now prevails in nearly all of the states, is still hotly debated among the specialists in this field.
Experience rating was sanctioned in the provision of the Social Security Act allowing employers who had built up specified reserves, after no less than three years of contributions, to credit as an offset against the 3 percent tax levied in the Act not only their actual contributions to state unemployment compensation funds but also the reductions in contributions rates allowed them under state laws. Holding forth the hope of reduced contribution rates in the course of time, this provision led employers generally to support the inclusion of experience rating provisions in the state laws. Organized labor as strongly opposed such provisions, w ith the Social Security Board officially neutral but with its staff generally supporting the position of organized labor. The outcome of this conffict was that 40 of the 51 "states" included experience rating provisions in their original laws, but among the eleven states without such provisions were both New York and Pennsylvania. As the time for putting the experience rating provisions into effect approached, a number of states either repealed or postponed the effective date of these provisions. In the years 1938 to 1941, seven states took such action while only five states which had not provided for experience rating in their original laws did so during this period. Since then seven states, including both New York and Pennsylvania, have provided for experience rating, while no state has repealed such provisions. As compared with 40 states with experience rating on December 31, 1937 and 38 on December 31, 1941, there are now 45 states, including all the major industrial states, which make provision for experience rating. These provisions, moreover, are now in actual operation in all of these states, as against 17 states in which this was true at the end of 1941.
FEDERAL LEGISLATION .ND PROPOSALS
Federal Legislation Subsequent to the Social Security Act. There has been much greater interest in proposals before Congress affecting unemployment compensation than in the efforts to improve the existing laws through state action. The results in legislation enacted, however, have been much more meager.
The three most important acts passed by Congress during these ten years have been the District of Columbia Unemployment Compensareserve laws. "Pooled funds" and "employer reserves" as used in connection vith unemployment compensation have been far more "fighting words" than dcscriptive terms. On the other hand, there always has been and still is a very real difference between laws (whether "pooled fund" or "employer reserve" laws) with e.xperience rating and tho-ze without such provisions.
tion Law, the Railroad Unemployment Insurance Act, and the Servicemen's Readjustment Act (often called the "G. I. Bill of Rights").
The District of Columbia law was passed soon after the Social Security At in 1935. 4 1 It differed from the original state laws in two major respects: it provided for government contributions (along with the usual employer contributions) and varied the benefits in accordance with the number of dependents of the unemployed worker. Since its enactment the only important changes in this law have been the repeal of the provisions for government contributions, the inclusion of experience rating provisions, and some liberalization of benefits. Dependent's allowances have remained a distinctive feature of the District of Columbia law, which was not copied anywhere else until 1945 when three states adopted similar provisions.
The Railroad Unemployment Insurance Act 48 will be discussed hereafter and the Servicemen's Readjustment Act is not primiarly an unemployment insurance law. This 1944 law, however, does provide for readjustment allowances which serve the same purpose as unemployment compensation. These allowances will be paid to unemployed veterans during the first two years after their discharge, and in a flat amount of $20 per week for total unemployment and for maximum periods of from 26 to 52 weeks, varying with the length of service. The allowances are paid from the Treasury and are administered by the Veterans' Administration but through the state unemployment compensation services.
The amendments to the parts of the Social Security Act dealing with unemployment compensation enacted by Congress since 1935 have all been very minor. The most important has been an increase in the appropriation for federal aid to pay the costs of state administration. In the early years of unemployment compensation Congress several times delayed passage of the appropriations acts including this item, with resulting embarrassment to the states. This has not occurred in more recent years, and the Congressional appropriations for this purpose have always been ample. The only other changes in the provisions of the Social Security Act which are of sufficient importance to be noted in this article are those which were made by the Social Security Act Amendments of 1939, the only major revision of the Act to date, which included a number of changes in the coverage of the 3 percent tax (90 percent of which is offset by state contributions), the total effect of which was some narrowing of coverage, and which exempted from this tax the excess above $3,000 per year in the earnings of any employee.
Railroad Unemployment Insurance Act. The Social Security Act exempted railroads from the federal 3 percent tax and most of the state [Vol. 55 :21 laws included a like exemption, because it was expected that a separate unemployment insurance system would be established for them. Work on such an act was begun before the Social Security Act became law, but it was not until 1938 that the Railroad Unemployment Insurance Act was passed by Congress.' 9 This was to all practical intents and purposes an agreed-to measure, worked out by committees of the railroads and the railroad labor unions under the guidance of Murray W. Latimer, chairman of the Railroad Retirement Board. It set up a national unemployment insurance system for the employees of the railroads, express companies, and sleeping-car companies, under the administration of the Railroad Retirement Board. It provided for a uniform contribution rate from the carriers of 3 percent and a schedule of benefits varying by wage classes and ranging from $1.75 to q3.00 per day. A waiting period of seven days during any half month and a maximum duration of benefits for 80 days in any, year were prescribed. The total effect of these provisions was a benefit system considerably less liberal than that provided under most of the state laws, although more liberal to the lowest paid employees. In the first year of operation, benefits averaged only $18 for fifteen days of total unemployment, and the total of the payments in that year amounted to only 26 percent of the contributions collected.
A comprehensive revision of the Railroad Unemployment Insurance Act in 1940 11 liberalized very considerably the benefit provisions. The waiting period was reduced to four days in a two weeks period, the maximum benefit was increased to $4.00 per day, and the maximum benefit duration to 100 days per year. With these amendments, the Railroad Act ranks in liberality today somewhere near the average of the state laws. Proposals to increase the benefits now pending in Congress are supported by the railroad labor unions but opposed by the railroads.
Unemployment Compensation for 1flarithinc Workers. ml maritime activities were exempted from the tax provisions of the Social Security Act as it was expected that Congress would soon set up a national unemployment compensation system for maritime workers. Work on the preparation of a bill to accomplish this purpose began soon thereafter. the House. The next year, Admiral Land, chairman of the Maritime Commission, urged Congress to pass such legislation. But none of the bills for unemployment compensation for maritime workers have ever come to a vote in either house.
Because it was expected that a federal system would be established and there was serious doubt whether the states had any authority to include maritime workers in their unemployment compensation systems, nearly all of the states excluded these employees from their original laws. Failure of Congress to act, and court decisions upholding the right of the states to include at least some types 6f maritime workers, 52 have altered the situation to such an extent that nineteen states now include all or some maritime workers within the scope of their state acts." Proposals to bring all maritime workers within the scope of the state laws are included in the Administration bills now pending in Congress for supplementary federal unemployment compensation benefits.
Proposals for Federal Standards, Reinsurance, and Tax Reduction. Proposals for basic changes in the unemployment compensation provisions of the Social Security Act which have not become law have attracted far more attention than any legislation actually enacted affecting unemployment compensation. These have centered about increased federal control and participation in unemployment insurance. In the first years after passage of the Social Security Act complete federalization was not contemplated, but rather the establishment of uniform federal standards and a national reinsurance fund. The earliest of such proposals was made in 1939 in a report by the Special Senate Committee to Investigate Unemployment and Relief,5 4 popularly known as the "Byrnes Committee," which urged that the Social Security Act be amended to provide that no state unemployment compensation law was to be recognized for tax offset purposes unless it met prescribed minimum standards. A bill to carry out these recommendations was promptly introduced by the committee chairman, Senator (now Secretary of State) Byrnes." However, no further action was ever taken upon it.
The next proposal for federal standards in unemployment compensation was the McCormack amendment to the bill which became the Social Security Act amendments of 1939.6 This amendment represented 52. Great Lakes Dredge & Dock Co. v. Huffman, 319 U. S. 293 (1943 ), aff'g Great Lakes Dredge & Dock Co. v. Charlet, 134 F. (2d) 213 (1943 Matter of Cassaretakis, 289 N. Y. 119, 44 N. E. (2d) 391 (1942) an attempt to combine tax reduction, popular with businessmen, with federal standards, desired by organized labor. It proposed minimum standards to which the state laws would have to conform, similar to those recommended by the Byrnes Committee. Along with such standards it authorized the states to reduce the contribution rates to their unemployment funds whenever they had been built up to one and onehalf times the total contributions collected in the best year or to this percentage of the total benefits paid out in the worst year, whichever was the higher. The amendment passed the House on recommendation of the Ways and Means Committee, but was killed in the Senate after both organized labor and the Social Security Board expressed opposition to the tax reduction feature.
In the nex-t session, the McCormack amendment (with some changes) became the McCormack bill, 5 which was introduced at the request of the American Federation of Labor. Not to be outdone, the Congress of Industrial Organizations came forward with the Murray billf 3 differing only in details from the McCormack bill. Both bills prescribed benefit standards somewhat more liberal than the predecessor proposals;" both drastically restricted experience rating and provided for a reinsurance fund to be established by the national government to serve as a source to which the states might turn to pay benefits in depressions when their state funds became exhausted. Neither bill came to a hearing, however, and these proposals are of interest principally as representing organized labor's program at this time for improving unemployment compensation.
During the next year and a half, immediately prior to Pearl Harbor, new proposals for increased federal control were put for-ard and the battle lines on this issue were more tightly drawNm, but there was little publicity about what was happening and no action at all in Congress. In this period, the Social Security Board in its official statements recommended only federal standards and a national reinsurance system. Within the Board there was serious discussion of a program under which minimum federal standards would be combined with an overall reduction in 3 percent tax on employers of eight or more. The American Association for Social Security publicly urged such a program, taking the position that a 2 percent contribution rate was ample." During this period also, the Bigge plan (named after its author, Pro-57. H. R. 7762, 76th Cong., 3d Sess. (1940) . 58. S. 3365, 76th Cong., 3d Sess. (1940) . 59. The McCormack bill prescribed that the state laws must provide for a waiting period of not more than one week, a minimum benefit of $6 per week, a maximum benefit of at least $24, and a uniform maximum benefit duration of 24 weeks per year. The Murray Bill prescribed the same standards with the difference that its minimum benefit xs $7 par week, and the maximum benefit $25.
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fessor George E. Bigge, a member of the Social Security Board) made its appearance aid was the most widely discussed proposal at the time. 61 This contemplated a reduction in the tax offset to a maximum of 2 percent, making the federal tax actually collected 1 percent, instead of 0.3 percent. In return, the national government was to pay 75 percent of all benefits exceeding those which the states could finance with 2 percent contribution rates. Neither this proposal nor any other emanating from Washington was acceptable to the state administrators. A permanent lobby, privately financed but working in close conjunction with the state administrations, was set up, which most uncompromisingly fought all proposals for changes in existing provisions of the Social Security Act relating to unemployment compensation. Under these conditions, the people who had championed federal minimum standards gradually came to the conclusion that complete federalization of unemployment insurance was the only solution.
Wartime Changes and Proposals. The first definite recommendation for the federalization of unemployment compensation by any agency of the national government was made, shortly before Pearl Harbor, by the Labor Division of the Office of Production Management 12 which advocated the federalization of both the public employment offices and the administration of unemployment compensation. The first of these recommendations was carried out almost immediately after the Axis made its attack upon the United States. The President, in a telegram to all governors, requested them to turn over to the national government the state public employment offices, with an explicit statement to the effect that the states would retain the administration of unemployment compensation. This request was complied with by all states, but by many of them only with a statement by their governors that they interpreted the President's telegram as including a promise that the public employment offices would be returned to the states at the end of the war. Such a promise has since been spelled out very definitely several times by Congress, most recently in the annual appropriation to the Social Security Board for the fiscal year beginning July 1, 1945. So it came to pass that throughout the war period the public employment offices have been operated by the national government, while unemployment compensation has remained with the states.
In his budget message of January 7, 1942, President Roosevelt recommended "liberalization and expansion of unemployment compensation in a uniform national system." It was expected that this would be followed by an Administration proposal either for the federalization of [Vol. 55 : 21 unemployment insurance or for uniform federal standards for unemployment compensation. Instead, the President recommended passage of a bill appropriating 300 million dollars for supplementary unemployment compensation to workers temporarily unemployed during the conversion of American industry to war production. 3 This proposal was premised upon an expected large volume of unemployment, the inadequacy of the benefits under state laws, and a fear of the exhaustion of many state funds. Extended hearings were held by the House Ways and Means Committee, but the bill was never reported. Unemployment during the conversion period was much smaller than expected and the state funds did not have to pay out in benefits even as much as they were currently collecting from contributions.
Thereafter, throughout the war period, unemployment was at the lowest levels ever attained. There was little interest in unemployment compensation and no occasion for concern about the adequacy of the state funds. By this time, organized labor, the Social Security Board, and many top officials in the national government were openly advocating federalization, but only as a postwar measure so that it received scant attention while we were at war.
Federalization as Part of a Unified Social Insurance Systcn.
In the last years of the war, the federalization of unemployment compensation was advocated, not as an independent measure, but as one feature of a unified and enlarged social security program. It was first presented in this light in the report of the National Resources Planning Board on Security, Work, and Relief Policies, 4 published in March 1943, of which Dr. Eveline M. Burns and Dr. William Haber were the principal authors. This report was not followed up by any bills in Congress, but some months later the (first) Xagner-Murray-Dingell bill 61 was introduced. While it presented a comprehensive social security program, its two most discussed features were a national health program and a national unemployment compensation system to replace the existing federal-state system. This national system would' have all-inclusive employee coverage, with uniform benefits throughout the country, but varying with earnings and the number of dependents, with $30 per week as the maximum benefit and 26 weeks as the maximum duration.
63. The Administration's program was first presented to Congrezs in two bills, H. R. 6465 and H. R. 6466, by Congressman Cannon, Chairman of the Appropriations Committee. These were soon replaced by H. R. 6559, introduced by Chairman Doughton of the Ways and Mleans Committee. It was upon this last bill that e.atended hearings were conducted by the Ways and leans Committee.
64. This report was published in two documents: a long report by the Committee on Long Range Work and Relief Policies of the National Resources Planning Board on SrcirmTY, 1x, x,,AN RELIEF POLICIEs, and a summary of this long report, with an introduction by the NRPB, which President Roosevelt transmitted to Congress, which beam the Outside of Congress, this bill was widely discussed and often referred to as an Administration measure, but it was never endorsed by President Roosevelt, never came to a hearing in either house, and died with the adjournment of the 78th Congress.
It was not until several months after the 79th Congress convened in its present First Session that the second Wagner-Murray-Dingell bill 01 made its appearance. Although the bill differs in quite a few respects from its predecessor, few changes were made in the unemployment insurance provisions. Like the first bill, it provides for the federalization of unemployment compensation and the retention of the public employment offices by the national government. To date, no hearings have been held, but the alignments on the measure are already quite clear. It is actively supported by organized labor and the Social Security Board, and opposed by the Interstate Conference of Employment Security Agencies and the Council of American State Governments. There have been reports that President Truman will endorse the bill, but, to date, he has not done so.
Unemployment Compensation for Veterans and War Workers. In Congress, major attention has been given not to the Wagner-MurrayDingell bill but to proposals designed to meet the situation of an expected large volume of unemployment during the transition from a wartime to a peacetime economy. This problem first received real attention in Congress in the summer of 1944. One aspect was dealt with in the Servicemen's Readjustment Act, 67 previously noted. More comprehensively, the problem was considered in connection with demobilization legislation. Two rival bills were considered in the Senate: the Kilgore bill and the George bill. 6 8 The former provided, in effect, for the federalization of unemployment compensation, with more liberal benefits than are paid under any state law. The latter left unemployment compensation with the states, but made provisions for unemployment compensation for federal employees to be financed by the national governmefit although paid through the state unemployment compensation services. While the Kilgore bill, despite a favorable report by the Military Affairs Committee, never came to a vote, the George bill passed both houses. In the House, however, the provisions for unemployment compensation for federal employees were eliminated. As passed, its only provision relating to unemployment compensation was one for loans from the Treasury to any state whose unemployment compensation fund might approach exhaustion during the reconversion period-an unlikely contingency.
Several months before the end of the war, President Truman in a special message recommended legislation for supplementary federal unemployment compensation during the period of reconversion. Not until nearly two months later was any bill introduced to carry out these recommendations. In July two bills having this objective made their appearance, the Doughton bill in the House and the Kilgore bill in the Senate. 9 While differing in some respects, both bills propose that in any state which enters into an agreement with the Director of War Mobilization and Reconversion the national government will pay until June 30, 1947, through the state unemployment compensation agency, supplementary unemployment compensation to increase the maximum payments to eligible workers to $25 per week and the maximum duration to 26 weeks and also to include within the scope of benefits all workers otherwise eligible now excluded from coverage, including maritime workers. Under these bills also, the national government ,ill pay unemployment compensation to its civilian employees whose jobs are terminated, subject to the same conditions as apply to private employers in the state where employed, and will pay up to S200 transportation costs to displaced war workers.
Hearings on these bills were begun in both houses during the last week in August. On September 6, the President in his reconversion message urged immediate passage of this proposed legislation and postponement of the return of the public employment offices to the states until reconversion is completed. The Senate responded by passing the Kilgore bill on September 20, with amendments providing for deletion of the provisions for the increase of the maximum payments to $25 per week and for return of the public employment offices to the states within 90 days. By this time, no action has been taken on the Doughton bill and what the House will finally do with the President's recommendations appeared still very uncertain.
CONCLUDING OBSErVATIONS
A survey of the legislative developments such as is presented in this article can only inadequately measure the progress which has been made in unemployment compensation in the United States. "The proof of the pudding is the eating." When the test of the results in actual operation is applied, a strong case can be made for the thesis that unemployment compensation has proven a disappointment.
Proof in support of this thesis is afforded by the small benefit payments. In the ten years since passage of the Social Security Act, above 9 billion dollars have been collected in taxes (contributions) for unemployment compensation purposes but less than 2J billion dollars has been paid out in benefits. Despite all of the liberalization of benefits, the average benefit for total unemployment now being paid is only $18 per week. Even in the prosperous war years, large percentages of all unemployment compensation beneficiaries have exhausted their benefit rights before finding employment. As recently as 1941, above 50 percent of all claimants were in this plight in no less than nineteen states. Nearly a third of all workers in this country, moreover, are entirely outside the protection of the unemployment compensation laws.
Looked at historically, however, this record appears better. Instead of benefits limited to twelve weeks at the maximum, after a four weeks waiting period, as the Social Security Board originally suggested on the basis of the forecasts of its actuaries, most states now have maximum benefit durations of twenty weeks and maximum benefits of $20 per week or more, with a one week waiting period. These are as liberal as the standards which the champions of uniform federal standards sought to impose upon the states in the period prior to our participation in the war. The average benefits paid have increased even more. As late as 1940, the average benefit for total unemployment was but $10.56 per week, while today it is $18. This is not a munificent amount, but much greater than the average of the payments to the recipients in any of the public assistance programs or to the primary beneficiaries in the federal old-age insurance system. While disbursements totaling 214 billion dollars in the six or seven years that most states have paid unemployment compensation benefits are small compared with the contributions collected, this figure triples the total of all payments made to date in the old-age and survivors' insurance system. And the present total reserve of 7 billion dollars is much larger than anyone dared hope might be accumulated in preparation for the next depression.
These results are mainly attributable to the full employment which has prevailed during the war. Except for the year 1938, when most of the states began benefit payments, unemployment declined steadily until it reached a modem low in the last years of the war. Under such conditions unemployment compensation was not put to much of a test.
We are now in the postwar period, in which this country faces new conditions and new problems. While it is to be hoped that reconversion unemployment will be of short duration, there is every reason to expect unemployment compensation to be much more important in postwar America than it was during the war. Under the new conditions we now face, there is danger in looking backward rather than forward. Nothing is to be gained by name calling or the rehashing of issues which have little present significance; for, while unemployment compensation has had an interesting history in this country and one which records real progress after difficult beginnings, it is not an institution which has attained final form. How it will develop is likely to depend upon its functioning in this period of its first real test.
